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statement required under section 242.58
for the prior fiscal year;

“Net Income’” means Net Income for
for-profit entities; Excess of Revenues
over Expenses for not-for-profit enti-
ties; and Excess of Revenues over Ex-
penses before Capital Grants, Contribu-
tions, and Additions to Permanent En-
dowment for governmental entities;
and

“Equity financing ratio” means (Eq-
uity less any assets excluded from the
mortgaged property)/(total assets less
any assets excluded from the mort-
gaged property). Equity is defined as
Equity for a for-profit entity, Total
Net Assets for not-for-profit entities,
and Total Net Assets for governmental
entities.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35922, June 25, 2008; 78 FR 8341, Feb. 5,
2013]

§242.? Program financial self-suffi-
ciency.

The Commissioner shall administer
the Section 242 program in such a way
as to encourage financial self-suffi-
ciency and actuarial soundness; i.e., to
avoid mortgage defaults and claims for
insurance benefits in order to protect
the mortgage insurance fund.

§242.3 Encouragement of certain pro-
grams.

The activities and functions provided
for in this part shall be carried out so
as to encourage provision of com-
prehensive health care, including out-
patient and preventive care as well as
hospitalization, to a defined popu-
lation, and in the case of public and
certain not-for-profit hospitals, to en-
courage programs that are undertaken
to provide essential health care serv-
ices to all residents of a community re-
gardless of ability to pay.

§242.4 Eligible hospitals.

(a) The hospital to be financed with a
mortgage insured under this part shall
involve the construction of a new hos-
pital, the substantial rehabilitation (or
replacement) of an existing hospital,
the limited rehabilitation of an exist-
ing hospital, the acquisition of an ex-
isting hospital, or the refinancing of
the capital debt of an existing hospital

§242.8

pursuant to Section 223(a)(7) or Section
223(f).

(b) This part applies only to applica-
tions for FHA mortgage insurance sub-
mitted after a pre-application meeting
(as defined in §242.1) with HUD that oc-
curred on and after January 28, 2008.
HUD’s regulations and practices prior
to January 28, 2008 apply to applica-
tions for FHA mortgage insurance sub-
mitted after a pre-application meeting
that occurred before January 28, 2008.

[72 FR 67546, Nov. 28, 2007, as amended at 78
FR 8341, Feb. 5, 2013]

§242.5 Eligible mortgagees/lenders.

The lender requirements set forth in
24 CFR part 202 regarding approval, re-
certification, withdrawal of approval,
approval for servicing, report require-
ments, and conditions for supervised
mortgagees, nonsupervised mortgagees,
investing mortgagees, and govern-
mental and similar institutions, apply
to these programs.

§242.6 Property requirements.

The mortgage, to be eligible for in-
surance, shall be on property located in
a state, as defined in §242.1. The mort-
gage shall cover real estate in which
the mortgagor has one of the following
interests:

(a) A fee simple title;

(b) A lease for not less than 99 years
that is renewable; or

(c) A lease having a term of not less
than 50 years to run from the date the
mortgage is executed.

§242.7 Maximum mortgage amounts.

The mortgage shall involve a prin-
cipal obligation not in excess of 90 per-
cent of HUD’s estimate of the replace-
ment cost of the hospital, including the
equipment to be used in its operation
when the proposed improvements are
completed and the equipment is in-
stalled.

§242.8 Standards for licensure and
methods of operation.

The Secretary shall require satisfac-
tory evidence that the hospital will be
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